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CHAPTER I 



INTRODUCTION 

The Federal Government is today a bureaucracy of almost 
overwhelming magnitude. It presents a management problem of 
increasing consequence to every American from the standpoint 
of quality and any aspect of size— dollars, numbers of people, 
or scope of operations. Nearly every facet of our life today 
depends to some extent on what the Government does or does not 
do. We look to our Government to insure that the proper 
programs are initiated and properly administered and 
increasingly we look for it to regulate the distribution of 
scarce human and material resources. The resulting challenge 
to good management is staggering. 

Furthermore, the problems which must be solved seem to 
be Increasing. As we learn of the need to control even our 
use of our air and water, new social programs and defense 
needs are competing for scarce tax dollars at a time when 
alternatives are narrowing. In Fiscal Year 1971 it was 
estimated that 69 per cent of total Government expenditures 
were uncontrollable— that past decisions had reduced our 
current alternatives to the point where only 31 per cent of 
current expenditures would be determined by current decisions. 
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This proportion of current expenditures subject to current 
decisions was down from 34 per cent in 1970 and 36 per cent in 
1969. 1 The problem, therefore, is not simply of deciding what 
to do next, but of insuring that past decisions are relevant 
to current problems and that maximum benefit is being derived 
from each dollar spent. The burden of these decisions falls 
on the President as the chief executive. 

Unlike a legislature, a President should view 
the passage of a law as a beginning, not an end. 

His responsibility does not cease when he has 
decided what to do. The less politically rewarding 
and often complex task of determining how to do it 
must be undertaken by the executive, if programs 
are to produce results. 2 

In 1968, Bertram M. Gross, Professor of Political 
Science, Syracuse University, urged the creation of a new 
Hoover Commission to chart the managerial revolution necessary 
to cope with what might otherwise become the totally 
unmanageable problems of the post-Vietnam period. 3 in 1969 , 
President Nixon formed the Presidents Advisory Council on 
Executive Organization. And so another study group would add 
its wisdom to the twelve previous groups which had in the past 



^•U.S., President, The Bud get of the United States 
Government: Fiscal Year 1971 " (Washington. D.C.: Government 

Printing Office, 1970J7TT42. 

^Harold Seidman, Politics. Position, an d Power: The 

Dynamics of Federal Organizat ion (New "York : Oxford 

University Press, 1970 )7"~P. 6&. 

3u.S., Congress, Senate, Committee on Government 
Opera tlons , Establish a Commission on the Organization and 
Management of the Executive Branch. Hearing , before the 
Subcommittee on Executive Reorganization of the Committee on 
Government Operations, United States Senate, on S. 2116, S. 47, 
S. 2832, S. 1929, S. 2032, 90th Cong., 2d sess., 1968, p. 25. 
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studied the problems of the Federal Government.^ A major 
result of the latest effort became Reorganization Plan No. 2 
of 1970, which made changes in the structure of the Executive 
Office of the President primarily to improve the President’s 
capability to meet the management challenge. 

But the Bureau of the Budget, now the Office of 
Management and Budget, has had unbroken responsibilities for 
management improvement since its creation in 1921. Section 
209 of the Budget and Accounting Act of 1921 (see Appendix A) 
assigned the Bureau of the Budget responsibility for 
"securing greater economy and efficiency in the conduct of the 
public service." Moreover, the Bureau of the Budget had come 
to be considered by many as the most important aggregation of 

p 

executive power in the history of the country. Previous 
studies had focused on the Bureau of the Budget, seeking in 
part to improve its capability as the President's management 
tool. The management role is not net; to the Bureau of the 
Budget, nor are changes designed to improve its managerial 
performance. 

Given the magnitude of the Government's managerial 
problem and the role which improved management must play, the 
pertinent question becomes: Has Reorganization Plan No. 2 of 



1 lbld . . Exhibit 47, p. 607. 

^See Gross' further comments, op. cit .. p. 25; and 
U.S., Commission on Organization of the Executive Branch of 
the Government, Task Fo rc e Report on Fiscal. Budgeting, and 
Accounting Activities ( Apnendlx ^Fl (Washing ton, D.C.: 
Government Printing Office, 194^7, p. 46. 



4 



1970 contributed to tho President's capability to bring better 
management to the Federal Government? This paper is in search 
of an answer to this question. Before this can be done, 
however, the difficulties previously experienced by the Bureau 
of the Budget in fulfilling its management function must be 
explored. The causes of any shortcomings must be identified, 
and previous attempts at correction examined. To the extent 
that the problem is complex, no simple answer is anticipated. 
Others before the President's Advisory Council on Executive 
Organisation have searched for solutions to the problem, and 
it is to be expected that the future will bring other attempts. 
Final solutions to human organization are elusive if only 
because our understanding is incomplete. Changing 
personalities and conditions preclude a definitive solution, 
and this must Influence the evaluation which seeks to answer 
the subject question. 

Insufficient time has passed since the Office of 
Management and Budget was created to allow a comprehensive 
evaluation based on performance. This evaluation must 
therefore attempt to answer the question from the standpoint 
of the development of the Bureau of the Budget's management 
function, what past studies have revealed, and the results of 
corrective steps previously taken. The Insights gleaned from 
this effort will be useful in examining the thinking which 
resulted in Reorganization Plan No. 2, Insofar as this thinking 
can be determined. Since there often are significant deviations 



between the thought and the implementation, the results of 
Reorganization Plan No. 2 within the Office of Management and 
Budget will also be examined to the extent currently feasible. 

No evaluation of a political institution like the 
Office of Management and Budget could be considered complete 
without recourse to the political environment in which it 
functions. Introduction of the full political element, 
however, would expand the scope of this paper beyond all 
reasonable bounds. The political factors inherent in the 
history of the Bureau of the Budget, the performance of its 
management function, and the results which might, therefore, 
be predicted for the Office of Management and Budget, could 
easily constitute a separate paper of equal if not greater 
length. The discovery of a recent book 1 which deals with the 
politics of Government organization was fortunate, since, by 
relying heavily on its analysis, at least a limited political 
dimension can be introduced without exceeding the bounds of 
feasibility. 

Much, but not all, material relevant to this evaluation 
is a matter of public record. The reports of prior studies, 
books, Congressional documents, as well as current literature 
will be used extensively. However, very little of this material 

^Seidman, on. c lt. This excellent book presents an 
account of Governmental" organization and administration in the 
political environment from the standpoint of both a scholar of 
government and from the author's broad practical experience 
from his career with the Bureau of the Budget. 
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has been oriented to the management function. For the most 
part the primary concern has been with the budgetary function 
of the Bureau of the Budget. So while much of the material 
is certainly not new, the management orientation of this study 
has required a somewhat different perspective. As a result, 
published material was somewhat lacking. Personnel of the 
Office of Management and Budget Library have been most helpful 
in this respect. By allowing access to internal, unpublished 
documents of the new Office and its predecessor Bureau, many 
of these Information gaps have been bridged. Interviews with 
various officials of the Office of Management and Budget have 
been sought, not always vrith success, despite the additional 
workload these people are carrying as a result of the subject 
reorganization and subsequent reorganization proposals 
relating to other Institutions of the Executive Branch. When 
granted, these interviews serve to provide nevr insights to the 
printed history, stimulate nevr awareness of the depth of the 
problem, and indicate current trends and attitudes. 

Records and reports of the President's Advisory Council 
on Executive Organization* - are considered to be Presidential 
documents not a part of the public record. 2 While some of the 



^Commonly called the "Ash Council," and it is this 
designation which will be used henceforth. 

2u.S., Congress, House, Committee on Government 
Operations, Reorg anization Plan No. 2 o f 1 970 (Office o f 
Management and Budget; Domss'tlc Council"). Hearings , before a 
Subcommittee of the Committee" on Government Operations, House 
of Representatives, 91st Cong., 2d sess., 1970, pp. 16-17. 
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work of the Ash Council has been made public, the records 
pertaining to Reorganization Flan No. 2 have not been disclosed. 
Fortunately a part of the Ash Council Staff was found to be 
still working in Washington, D.C. Interviews were obtained 
with Thomas Walker, Assistant to the Executive Director of the 
Ash Council, on 20 and 27 January and on 21 February 1971. 
During the course of these interviews, selected papers of the 
Ash Council were made available for review. These documents 
were made available with the stipulation that no direct 
reference to them vrould be made. In view of these confidences, 
no direct reference will be made to material gathered from 
this source. Material used in developing the Ash Council's 
background, method of operation, organization, and 
recommendations came from this source unless specifically 
indicated otherwise. 

The records of some previous studies which have dealt 
with the subject of governmental organization are similarly 
restricted. Unfortunately, no information about the 
Rockefeller Committee could be obtained. From the one brief 
reference made of this prior effort,^" it appears that this 
' group was thinking along lines similar to those of the Ash 
Council. 

Subsequent chapters in this paper will deal first with 
the origin and later development of the management function in 
the Bureau of the Budget. In the nearly fifty years of the 



^See Chapter III, p. 42, footnote 1. 
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Bureau's history, it has been examined several times for 
potential improvement. While not all of theso studies have 
been specifically oriented to the management function, at no 
time have management considerations been far removed. Since 
these studies in the aggregate represent considerable depth 
of experience and talent, a foundation for the consideration 
of the more recent changes will evolve. Next the philosophy, 
organization, and methods of the Ash Council will be examined 
for insights into the reasons for their recommendations. 
Thirdly, the resulting Reorganization Plan and its implementa- 
tion will be explored to see how closely the end result 
conformed to the recommendations, and to reveal any parallels 
with past efforts. Finally, the results of these examinations 
will be brought together in search of an answer to the main 
thrust of this inquiry: Has Reorganization Plan No. 2 of 1970 

contributed to the President's capability to bring better 
management to the Federal Government? 
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